The article addresses risk management in nonprofit organizations. This topical issue appears not to have been adequately studied by researchers to date. There are several questions the author of this paper attempts to answer: What are the risk categories faced by nonprofit organizations in their daily operations? Do Polish nonprofit organizations take any measures in the area of strategic risk management? A contribution is made to the theory of management of nonprofit organizations by making an overview of existing literature on the subject, identifying a research gap, proposing concepts that attempt to fill the gap, and recommending areas for future study. A comprehensive list of risks faced by nonprofit organizations in their daily operations has been developed and validated for further application. The empirical material comes from a study based on a national random sample of 235 nonprofit organizations.
Introduction
A review of the latest writings on nonprofit management and risk management reveals significant gap in research on risk in the third sector. There are many different kinds of research approaches to these issues, but it seems that a comprehensive theory about risk management in the third sector may be missing. Stewart, Trussel, 2006) . The belief that there is research gap in this field is shared by researchers such as West and Sargeant and they propose applying existing risk management theory from the commercial sector to nonprofit organizations (West and Sargeant, 2004) . This proposition may not be a correct one, however. Risk management in nonprofit organizations is a more complex process because of factors such as a relatively high number of uninsurable risks (Head & Herman, 2002) . Most research papers concentrate on identifying ways how nonprofits can minimize the risks that they face, rather than on how it can be managed by them. Research in this field is by all means a pioneering effort (Young, 2009 ).
The main goal of this article is to fill the research gap as much as possible by presenting the results and conclusions of a study on risk management in the third sector.
The first research question of this study project is: What are the risk categories faced by nonprofit organizations? A comprehensive and structured list of risks relevant to nonprofit organizations has been developed. To supplement the main questions, nonprofit organizations were asked about their perception of probability of the various risks and their impact on the organizations. Nonprofit organizations can easily use the risk list in their daily risk management.
The second question was whether Polish nonprofit organizations implemented any strategic risk management measures. If so, what are these measures and are they in line with theoretical models described in the literature? The strategic risk management model proposed by Head and Herman (2002) was reviewed to answer the above questions. 1 This article is organized around the research questions. The first part presents the adopted research methodology. The second part looks at the main risk categories. An overview of existing literature has generated a list of risks faced by nonprofit organizations in their operations. Findings of a dedicated research that respond to the research question are presented. The third part validates the proposed strategic risk management model. Finally, the article presents conclusions and recommendations.
Research Method
The Polish nonprofit sector was used as the general population, and the number of organizations is estimated at approximately 80,000, mostly foundations and associations. The two-year research study conducted by the Klon/Jawor Association reveals that there were over 58,000 associations and more than 9,000 foundations at the end of Q1 2008 (Gumkowska & Herbst, 2008). All nongovernmental organizations that operate in Poland with the public benefit organizations status have been included in the project sample. Such organizations are required to have a specific structure in place; they tend to operate on a wider scale, offer financial transparency, and meet other requirements under the Law on Public Benefit and Volunteering. This sample leaves out smaller organizations, ones which do not operate on a regular basis, that are registered but inactive  in other words, organizations for which implementing a strategic management system is not an immediate necessity. This sample design has been used by other Polish researchers in this area (Domański, 2012; Krzelowska, 2008) . The database of such organizations is published by the Ministry of Labor and Social Policy on its website. In December 2010, the database featured 6,690 records of public benefit organizations.
A sample of 235 was selected for the study. representativeness and a limited budget available for the study.
The random sample was selected from the whole population on an individual basis without replacement. This method samples an individual entity from the entire population of organizations. Then, the entity is removed from the database to prevent reselection. As the representativeness of the sample is a function of the sampling frame, it can be postulated that the sample selected for this study is fully representative for all public benefit organizations in Poland.
A guided interview was conducted with top leaders of the selected organizations. Directing the questionnaire exclusively at them allowed ensuring a greater credibility of obtained replies because of the fact that they were often the only competent representatives of the examined organization. This directly follows the characteristics of Polish nonprofit organizations that rarely employ qualified personnel in lower-level management.
There were three phases: (1) Desk research to identify the list of public benefit organizations; (2) CATI (Computer Assisted Telephone Interview) to identify the target individual in the organization and to seek permission to take part in the study and obtain the email address to which the link with the questionnaire was to be sent; (3) CAWI (Computer Assisted Web Interview) or the core part of the study where respondents filled in a web-based questionnaire. The second phase of the project took place in January 2011. Top leaders of the sampled organizations were targeted to make sure that they personally filled out the questionnaire. Six hundred telephone numbers were sampled from the entire population (draw subsidiaries, unlimited, individual).
The third phase took place from February to May 2011 and continued until the target sample of 235 filled questionnaires was completed. Up to five reminders were sent during the phase to encourage starting or completing the questionnaire filling pro- (Fast, 2007) ; organization, personal, and time (Mitchell, 1995) ; and advertising risk (West, Sargeant, 2004 ).
Risks associated with partnerships and alliances are an important area of research. Martinez (2003) analyzed such forms of collaboration between nongovernmental organizations, and he pointed to risks that occur before, during, and after alliances. He stressed that alliances with the commercial sector may create certain risks for nonprofit organizations such as that of losing sight of the core mission. A significant risk emerges when a partner of the nonprofit organization engages in unethical activities and has been stigmatized by the public (Wymer Jr., Samu, 2003) .
Collaboration, especially with governmental organizations, may force a nonprofit organization to offer excessive concessions and ultimately lose independence (Sollis, 1995) . Another threat is the gradually developing overdependence of an organization on one strong partner who may demand more privileges in the future (Waśkowski, 2007 (Young, 2007) ; the use of selfinsurance (Mu-Sheng Chang, 2008); implementation of a fund-raising plan (Tyminshi, 1998) ; and use of financial derivatives such as interest rate swaps (Stewart, Trussel, 2006) and derivatives (Stewart, Owhoso, 2004 ).
This overview of literature leads to several important conclusions. First, there has been some interest among researchers in risk in nonprofit organizations. Second, no attempts have been made to propose a uniform and coherent classification of risk categories in the third sector. Authors usually concentrate on selected types of risk, mostly on the most prevalent ones (partnership or financial risk), and explore specific types of organizations (mostly in the health sector). Third, there is apparently a lack of representative empirical studies looking at risk categories in the third sector in a national context, especially in Poland. In addition, the characteristics of Polish Third Sector explicitly show that it goes through its initial stage of development which is typical of the countries of Central and Eastern Europe and, at the same time, is separated from the sectors in countries such as the United States, the United Kingdom, and Germany.
In the light of the above, the classification of risk categories in nonprofit organization and the research findings presented in this article may be seen as a relevant and original contribution to the body of knowledge on risk management and general management in nonprofit organizations. Table 1 summarizes all key risk categories faced by nonprofit organizations, as proposed by the author.
The research project was largely concentrated on validating the risk categories. Respondents were asked to estimate the likelihood of these risks materializing on a scale of unlikely, possible, 50/50, likely, and nearly certain and to assign the force of impact of each risk on the organization on a scale of insignificant, minor, moderate, major, and critical. The most frequently quoted risk category was the financial risk (76.6% of response). Meanwhile, the following risks were labeled as likely and nearly certain: dependence on a low number of sources of revenue (33.6%), lack of financial liquidity (24.3%), and inadequate investment policy (22.1%).
The following factors in this category have the biggest impact (major and critical level) on the organization: lack of financial liquidity (68.5%), excessive indebtedness (62.6%), use of funds against the intent of the donor/grantor (53.2%), financial fraud (52.8%), and inadequate maintenance of long-term sources of funding (51.5%).
Polish non-governmental organizations are exposed to grant risk (61% of response). The likelihood of occurrence is rated as "likely" and "nearly certain" for considerable delays in tranche disbursement by 37.4% of respondents. The other likelihoods have not exceeded 7% of response. With regard to the level of impact on organization, the risk of delayed tranche disbursement was also rated the highest with 57.9% of respondents pointing to "major" and "critical." Respondents also stressed that changes in the environment may prevent the organization from using the grant  54% of response.
For 55.3% of surveyed organizations, the risk related to staff and volunteers is crucial. However, the likelihood of occurrence of its different constituents was rated surprisingly low:
that is, only 3.8% of respondents believe that it was likely or nearly certain for an employee or a volunteer to sustain an injury at work.
A similar level is observed with operational risk. This risk is recognized by 54.6% of respondents. The most likely risk is that of an inadequately functioning fundraising system (31.1%) and competition from other organizations (26.4%). Inadequate fundraising scored the highest in terms of possible impact (56.6%).
Finally, there is the cooperation or partnership risk (51.1%). This significant risk category includes "likely" or "nearly certain" risks of overdependence on a partner (6.8%), loss of reputation as a result of unethical conduct of the partner (5.5%), high cost of compliance with donor's requirements (3.4%), and loss of identity (1.3%). The potential impact of these factors on the organizations is much strongly rated.
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"Major" or "critical" risks include loss of identity (57%), loss of reputation as a result of unethical conduct of the partner (53.2%), high cost of compliance with donor's requirements (43%), and overdependence on a partner (31.1% of respondents).
Strategic Risk Management Process
The present section serves the verification of the strategic risk management model which is being recommended for the nonprofit organization and spread by the American association The Nonprofit Risk Management Center. The presented research findings will allow to determine the degree of implementation of the proposed model in the Polish nonprofit organizations and to respond to the research question whether nonprofit organizations manage risk in a strategic way?
The risk management process can be defined as a systematic and purposeful sequence of activities including "Identifying the context," that is, profiling the organization in risk management and setting risk management objectives; "Risk assessment," that is, risk identification and prioritization; "Taking and communicating appropriate decisions;" "Acting on decisions taken;" and "Monitoring and adjustment" (Head, Herman, 2002, pp. 47).
Respondents were asked whether they "see any sense or need for risk management in their organizations." Thirty-four percent said they believed so and 31.1.% stated the opposite; 26.4% said "definitely" and 2.1% said "definitely not;" 6.4% did not have an opinion. In conclusion, a vast majority of Polish nongovernmental organization (60.4%) see a need for risk management.
Respondents were asked whether their organizations took any risk management measures. A majority (53.2%) said they did not but 46.8% admitted they did.
There was a similarly dissatisfactory response to the question "Is your organization planning to introduce risk management?" Only 10.4% said they had such plans but 44.8% said they did not and the same percentage did not have an opinion. This question was dedicated only to those respondents who said they engaged in no risk management. The following question was answered by 110 individuals from organizations that engaged in risk management or were planplanning to do so. The purpose of the question was to identify measures from a verified risk management process. The results are summarized in Fig. 1 . The most frequent types of risk management activities are risk identification (79.1% of response) and monitoring and adjusting (79.1% of response). A slightly lower percentage of organizations (73.6) stated that they followed up on the decisions they had made. An even lower percentage (61.8) prioritizes their risks. Only 45.5% pointed to the decision making and communicating step. Very few organizations set risk management objectives (17.3%) and identify the profile of the organization in risk management (9.1%). The heterogeneity of the results suggests that only few organizations have implemented the proposed risk management model in its entirety. Instead, they focus on the operational parts of the model with risk assessment, mitigation, and monitoring. They skip the initial steps in the process because they fail either to understand their importance or to appreciate their relevance.
Defining the Context
Nonprofit organizations should start a risk management process by engaging in a detailed review of their history, culture, and past activities in order to increase the chances of success and to identify adequate funds for future activities. Defining the context or contextualization means analyzing the environment and identifying the normal or routine state of the organization and the target position it wants to achieve in the future. The context is the baseline for the goals and objectives of the organization, the implementation of which will be hindered by unexpected future events that will be subject to the strategic management process. While defining the context, the organization may want to answer questions regarding the history of risk management in the organization, propensity to engage in risk management, reaction of staff, and division of responsibilities in the process (Head, Herman, 2002, pp.48-49) . The response to these questions will help develop the profile of the organization, which will be instrumental when the organization develops the various decision steps of the risk management process. Further, it will help define the objectives for the system implementation.
This research project asked a series of questions regarding this stage of the strategic risk management. The answers will assist defining the prevailing profile of Polish nonprofit organizations in risk management. The three following questions were answered by organizations that do not engage in risk management now but are planning to do so in the future.
Organizations in the sample were asked: "How is the staff likely to react to the announced launch of a risk management program in your organization?" The responses suggest the reaction would be "fairly positive" (76.9%), "definitely positive" (7.7%), and "neither positive nor negative (15.4%). A high percentage of respondents (92.3%) believed that it would be possible to find people in their organizations who would be willing to join a risk management team. The planned risk management will cover the entire organization in 84.6% of cases, and in 15.4% of cases, it will be limited to one part of the operations.
The following question regarded the attitudes to risk management among the leaders of the organizations. Results are summarized in Table 2 The results reveal that such attitudes presented by leaders of the interviewed nonprofit organizations are satisfactory and have a positive effect on the efficiency of the risk management system.
The following questions further explored the detailed context of Polish nonprofit organization in risk management. Where implemented, the risk management system covers the entire organization (90.9% of cases) versus a limited part of the operations only in 9.1% of cases. The risk management area is the responsibility of more than one person (77.3% claim more than one person is responsible). Of the 25 organizations which stated otherwise, the responding individual was the responsible person in 60% of cases and a different board member in 40% of cases.
Risk Assessment
Risk assessment is a step where a portfolio of risks is identified and then each of them is assessed in terms of value or importance. First, it makes sense to appoint a Risk Management Committee within the organization. Such a team should be made up not only of executive board members but also of individuals directly involved in tasks and projects. The first responsibility of the Committee should be to develop a list of clearly defined risks or future events that may be different from those for which the organization is routinely prepared. Such a list may include specific programs, planned events, and the overall operations of the organization, its goals, and objectives and changes in the environment which may affect it.
Alternatively, risks can be classified according to the client segment, for example, youth program risks and senior programs risks. While developing the list, organizations may use risk categories presented in this article.
The second task of the Committee is to prioritize the risks. Two basic criteria can be applied: "Frequency" or how often can the risk happen?; and "Importance" or what cost or benefit may be expected if the risk happens?
Organizations that have not focused on recording their risks may experience problems in accurately assessing the future events. Instead, a scoring method can be used with frequency and importance presented on a scale of 1-10. Dorminey and Mohn (2007) suggested using a descriptive scale and risk assessment in terms of likelihood and impact.
A ranking list of identified risks structured according to likelihood and importance will allow the organization to take appropriate decisions to reduce a potential loss or take advantage of possible profits.
When asked "Has the organization ever made an attempt to identify risks?" 53.2% of organizations said "Yes." In 48.8% of cases, risk identification (out of 125 organizations which answered the previous question positively) has been conducted in a structured and informed manner; 20% cannot make up their mind. Organizations that identify risks in a structured and informed manner (N = 61) do it more often than once in a year (59% of response), once in a year on an average (37.7% of response). Risk identification is conducted by the leader of the organization or other members of the executive or management board (a total of 68.8% of response), oversight and audit bodies (23% of response), and lower level managers (4.9% of response). Results of risk identification are not documented in 60.7% of organizations as opposed to 34.4% of organizations that do, and 4.9% of organizations provided no clear reply to the question.
In 70.5% of cases, Polish nonprofit organizations assess the identified risks in terms of the likelihood of their occurrence. This is not the approach of 23% of respondents, and 6.6% of respondents have no opinion. Similarly, risks are assessed for importance by 73.8% of respondents.
Making and Communicating the Decision and Action
There A series of other techniques have been tested for potential relevance for risk management. Fig. 2 summarizes the results.
Nearly all the listed risk mitigation techniques have been used by nonprofit organizations. The respondents were equally positive about the frequency of behaviors in their organizations they believed should occur in a well-functioning risk management system. Table 3 presents the results. 
Monitoring and Course Correcting
This step is designed to monitor the strategic risk management process and to implement necessary corrections. It is critical that a developed action plan should not be seen a static, once-for-all document. The environment of nonprofit organizations is subject to constant change. New risks emerge as quickly as certain existing ones become obsolete. Activities planned to mitigate the risk of underperformance in a project may prove insufficient at a later stage as a new threat becomes apparent. If an organization is not ready to correct its existing plan, it may be deprived of chance to benefit from the opportunities in its environment.
The results presented in Table 3 
Conclusions
Similar to their commercial counterparts, not-forprofit (non-governmental) organizations should focus more on the risks they are exposed to. Needless to say, risk identification, risk assessment, taking advantage of risk, or risk prevention contribute to improved quality of management and higher efficiency in any organization. Meanwhile, existing research and concepts developed by management sciences in Poland or internationally have not fully addressed the needs of managers in nonprofit organizations. This present paper is an attempt at filling the research gap at least to some degree.
In response to the research question, a comprehensive classification of risks faced by nonprofit organizations is proposed and it includes risks related to management, operation, finance, external environment, regulatory environment, partnership, grants, and staff/volunteers. The findings of this study appear to validate this classification as each of the risk areas was quoted by at least 24% of respondents. The most frequent types of risks are the financial, grant, staff/volunteers, operational, and partnership risks. Interestingly enough, respondents tend to believe in a relatively low probability of these risks actually materializing in their organizations. In contrast, they tend to appreciate their strong potential impact on their operations. One may wonder whether this is caused by the irrelevance of the proposed risk categories. The answer is hardly positive as the perceived impact is high. Is it fair to say that organi-zations fail to see the possibility of those risks becoming reality in their immediate or remote vicinity or inside their organizations? It could also be claimed that their awareness of the possible risks they may be vulnerable to is weak and that this is caused by the lack of expertise, lack of access to available information, or not enough commitment from the research community to study risk management in nonprofit organizations. Future research may choose to test the validity of this claim.
The emerging picture of strategic risk management in Polish nonprofit organization is all but clear. Note that only 47% of organizations take any measures whatsoever to strategically manage their risks.
On the other hand, organizations that do not do that do use risk management techniques to minimize risk and their decision-making process is adequate in this respect.
A vast majority of organizations that take risk management measure identify risks and assess them in terms of their importance and probability of occurrence. They mitigate risk by using a spectrum of management techniques, monitor performance, and adapt if necessary.
However, the first stage of the presented strategic risk management model, that is, contextualization, is the least operationalized. Contextualization is about identifying the profile of the organization and risk management objectives. Hence, organizations fail to engage in self-assessment and goal setting. This leads to vital questions: Is the risk management in Polish nonprofit organizations strategic? Do Polish nonprofits engage in strategic risk management? In the light of many studies (Bryson, 1988; Chandler, 1962 ) that stress the primacy of planning and goal setting in strategic management, the answers must be negative! Wherever Polish nonprofit organizations manage their risks, they do not do it in a strategic manner. This observation may open up new research on strategic risk management in the third sector. It could be asked if the same pattern prevails in other countries, what are its root causes and implications for management theory and practice.
It is also possible to subject the number of other issues concerning the risk management in nonprofit organizations to the future researches. It seems that it is possible to subject the sensitivity to the risk of these subjects to deeper analysis. It may be noted that it depends on internal factors (e.g., resulting from their inherent differences from the sector for-profit, including lack of the equity) and from external factors (e.g., legal regulations specific to each country).
Undoubtedly, the growing third sector deserves more research attention to develop and disseminate more effective solutions, thus bringing the management of this socially crucial segment of economy to a higher level.
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